AQREEMENT TO SELL OIL AND GAS PROPERTIES
AND PRODUCTTON PAYMENWT

€5 /?Uk“
THIS AQRELMENT, dated the !tz day of February, 1964,
between ATHLETIC MINING AND smzﬁ%fﬁa‘coxpauy, a Missourdi P TUVEETEN T I
corporation with offices in Fort Smith, Arkansas (Athletic), PR SR :

SQUTHWEST NATURAL PRODUCTION COMPANY, a Dela.are c¢orpora-

tlion with offices in Shreveport, Louisiana (Southwaest), and \(_ ‘\
STEPHENS PRCDUCTION COMPANY, & Joint venture compased of J.

?. Stephens, W, R. Stephens and Vernon J. Giss, with off{ices

in Fort Smith, Arksnsas (Stephens), end RANEY, INC., an O )t fe
?Eggnsga corporation with offices in Little Rock, Arkansas ¢ a0 S AN
ey/}

HITNESSEDH:

==

1. Atthehed hercto are Exhibitn A, B, C and D (tha
YExhibits®). Exhibit A contains descriptions of various o4l
and gas properties owned {or to be owned prior to Closing
Date defined in Paragraph 10 below) by Athletis, which are
located in the Statea of Aviansas and Oklahoma. Ethibit B oone
tains deseriptions of various non-predusing ¢il and gas pro-
perties ownad (or to be owned prior to Closing Dato defined 3
in Paragraph 10 below) by Athletia which are located in the
Statos of Arkansas aend Oklahoma. Tha interests deseribed in
Exhibit A (subjeect to the matters therein referred to) are
herein sometimen referred to as the "Production Payment Proper-
ties", the interests.dcseribed in Exhibit B (subject to the
matters therein referred to) are herein sometimes referred to
88 the "Non-Producing Propertios", and the interests described
in both Ixhibit A and Exhibit B are herein somatimes col-
lectively referred to as the "Athletie Properties". Exhibit €
containy deporiptions of various othdr properties ownod (or to
oe owned prior to Closing Dste as horeinafter defined) by
Athletic, inscluding interests in and to licenses, options,
eagements, privileges and real and peraonal properties not
covered by bits A and B. Tha Intorests desoribed in
Exhibit ¢ (subject to ths matters tnarein referred to) sre
herein gometimes reforred to as the "Additional Properties”,
Exhibit D lists any and all indebtedness and liabilitice of
Athletis which will be mssumed by Southwest and Stephens at
Closing Date defined in Paragraph 10 dbelow.

2. Attached hereto, marked Exhidit I and made & part
hereof, 43 a form of comveyance (the Conveysnoe), substantie
ally in the form for exeoution by the partics hereto (exsept for
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Exnibit A to be attached thereto), Part I of which i3 a con-
veyance by Athletie to Southweat and Stephens of the Produc-
tion Payment Froperties described in Exhibit A hereta,
excepting and retaining to Athletie a production payment in
the primary sum of 7,000,000 (the "Production Payment"), and
Part I of which 13 a conveyance from Athletic to Raney of
the Production fayment.

3. Attached hereto, marked Exhibit II and made a
part hereof, 1a a form of sesigrnment (the “Assignment"), sub-
stantislly in the form for executlon by Athletlie (except for
Exhibit B to be attached thereto), which 18 gn assignment {rom
Athletic to Southwest and Stephens of the Non-Producing Pro-
perties deascribed in Exhibic B,

4, Subject to the terms and conditions herein sat
Torth, Athletic agrees to sell to Southweat and Stephaena, and
Southwest and Stephens agree to purchase from Athletic, the pro-
perties liated in Exhibits A, B and ¢, (the Production Payment
Yruperties belng subject to the Producticn Payment and to tha
other exceptiona set forth in the Conveyance), and Athletio
sgrees to sell to Raney and Raney agrees to purchase from Ath-
lebie, the Production Payment.

R Athletie agreecs with Southwzat and Stephens that
from and after the date of this Agreement and until the Clesing
Date defined in Paragraph 10 belaw:

{a) Athletic will at all reasonable times give
to Southweat and Stephens, their attorneys ond rep-
resentatives, full access to the Athletic Froperties
end ta all booka, records, information, contracts and
docunments relating thereto which Athletic has in its
pusaession, with the right to make copies of all sueh
books, recards, lnformstivn, contracts and documents.

‘b) Athletie will make avalladle to Southwest
ard Stephens, their attorneys &nd representatives, all
abstrasts of title, certificates of abstracters, title
Teports, title files, title opinlons, ownership maps,
surveys, ond all other title Iinformation which Athletic
may have in its poasession with respect to the Athletic
Froperties, and 68 acon 08 practicable after the execu-
tion hereofl will obtsain supplemental abatracts or cefe-
tiflcates covering the intereat of Athletic in the Pro-
duction Payment Properties, commencing with the date
of the most recent abstract or certificate descrided in
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the title opinion covering such property which 1is in
Athletic’s title file, Athletic will, at 1ts sole

cost and expense, furnish to Southwest and Stephens

gnd thelr attorneys ouch number of copies (certified

or otherwlse authenticated to tho sutisfsction of
Southwest and Stephens) as they may reasonably request,
of a8ll instruments and documentsa with reepect to whlch
Athletio, Southwest and Stephens may ngree to permit
reproduction {n briefed form in the supplemental ab-
atracts to be obtained pursuant to this subparagraph {v).

{e¢) Athletle will use 1ts best efforts to cure
all obJections Lo title to the Athletic Prorertics made
by attorneys for Southweat and Stephens and will co-
operate with Southwest snd Stephens to obtain all neces~
sary permissions, approvals and consents Ly third
parties or governmental authoritics in coniection with
the sale and tranafer of the Athletic Properties and
all necessary waivers of preferential righta of third
parties to purchase any portion of the Athletvic Proper-
ties,

{(d) Acthletie, to the extent that suech metters are
in the contrel of Athletic, will cause the Athletic Pro-
pertiea to be developed, maintained and operated in a
guod and workmanlike manner, and will pay or cause to be
paid all costs and expenged chargeable to it in connec=
tion tharewith and will perform and comply with the
sovenants snd econditicn® contained in the various Iinstru-
ments described in the Exhibits hereto, and will net
modify any of guch instruments without the censent of
Southwest ard Stephens, ond will notify Southwest and
Jtephens of any notice or claim of default received by
Athletic with respect to eny instrument described in tha
Sxhibits herets or of any suit or proceeding pending,
or to the xnowledge of Atnletic threatened, against or
affecting eny of the Athletic Properties before any
court, or by or vefore any governmental commisalon,
bureoy, or other regulatory authority.

(e} Athletis, unless the written consent of Scuth-
wedt and Stephens 18 firat cbtained, will not enter iato
any new agreements or commitments with respect %to the
Athletic Propertiecs {except in the ordinary course of
business) and will not drill any new wellg on the Athe
letic Properties and will not abandon any producing well
located thereon.
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(£} Athletic will keep in full force and effect
all o1l and gas lease3 described in the Exhibits ard,
except with the written consent of Southwest and Ste-
phans, will not surrender or abandon all or any portion
of sueh oil and gas leases, except producing lecases
which cease to produse in commercial quaontisties and are
therefore abandoned, and except non-produscing leases
whose primary terms may expire; provided, heuever, that
Bhould Athleti¢ datermine not to pay any delay rental
under gny nen-producing oil and gas lease, it shall
rnotify Southwest and Stephens at least thirty (30) days
in advance of the rental payment date, and in the event
Southwest and Stephens notify Athietic within (ifteen
(15) days thereafter that it desires that such rental be
paid, Athletie will pay such rental; but in that event,
ahouid the purchases and sales provided for heresunder
not be consummated, then upon termination of this Agree=-
ment, Southwent and Stephens shall reimburse Athletia
for the rental 8o paid, and Athletic shall &ssign to
Southwest and Stephens without warranty of title its
interest in all such non-producing oil and gas leases
as to which Athletic determincd not to pay rentals but
made payment thereoef ot Southwest!s and Stephena! re=

quest.

{g) Athletsc will use its best efforts to procure
prior to the Clesing Date, the authorization and approvai
by such proportion as may be required by applicable law
of its stockholders having voting power of the sales cone
templated hereby, and will take such other corporate
actions as may be necessary in connection with such
sales.

6. Athletioc agreccs with Raney that, from and after the

date o7 this Agreement and until the Clesing Date, Athletic will
perform snd comply with the covenants and agreemonts set forth
in Paragraph 5 hereef, to the extent that such covenants and
agreementa are applicable te the Production Payment Properties,

the same as though such covenants and agreements had been uade

in faver of Raney.

SGL0073191

Te The obligations of each party under this Agreement

are subJect, in the discretion of such party, to the satiafac-
tion on or prier to tho Cloasing Date of the following conditions:

(a) On the Closing Date no suit, action er other
proseeding shall be pending or threatened before eny
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court or goverrmental agency in vhich it 13 sougnt to
regtrain or prohibit the censummgtion of the transac-
tions contemplated by this Azr-eoment, o to ootain
substantial damazes in con=ecsion wita tals Agreexent
or the transactions contemplated theraby.

{v) There shall not have bzen enacted or voted
by either House of Congress of the United States of
America after the date of tnis Agrcement and prior to
the Closing Dats, legiszlatlion which in the Judgacnc of
such party 18 or would be prejudicial to the income
tax consequences to such party of the transactions cone
templated by this Agreement.

{e) All necessary permisscions, approvals and
consenta of third partics or governmental authorities
{except permisaions, approvalc and consents of govern-
nentel authorities customarily obtaincd subgsequent to
transfer) and all necessary waivers of prefercential
rights to purchase of third parties with respect to the
sales and transfoers of the Athletic Properties shall
have been given.

(d) The stoekholders of Athletic shall have
adopted a plan of complete liquidation, such plan to
provide that Athletic shall be disscelved esnd all the
assets of Athletioc, lcss acoets retained to meet ¢laims,
shall be distributed in conplete liquidation within the
twelve-month pariod boginning on the date the plan is
adopted by the stockholders. Such plan of complote
liquidation shall bs adopted by the affirmative vete of
such portion of thao issued and outstanding steck as re-
quired by applicable law at a maoting duly called for
that purpose,

(e) On the Closing Date, tho sale of the Athletie
Proporties to Southwest and Stephens and the sale of the
Przd:cbion Payment to Raney shall be concurrently tconsum-
nated. .

8., Tha obligations of Southwest and Stephens under this

Agreemant are supject, in the discrotion of Southwest and Ste-
phens, to the satisfaction en o prior to thae Cloaing Date,
of tho following additional conditions:
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(e) Athletic shall have performed all agreements and
covenants required by this Agreement to be performed by it.
{b) Subsequont to the date of this Agrcement and
prior to the Closing Date, there shall not have been any
material adverse changze in the condition of the Athletic

Properties except depletion due to normal production,
depreciation of equipment incident to nermal operations,




and transactions permitted by this Agreement or con-
sented to in writing by Southwest and Stephens.

{(¢) Southuest and Stephens snall have rcceived
a certificate dated the Closing Date from corporate of=-
ficers of Athletic that to the best of their knowlcdge
and beliel the conditions set forth in subparagraphs
(a) and (b) above (to the extent not waived by Southwest
and Stephens) have been satisfied.

(4) None of the Athletic Properties shall be sube
Jeot to any instrument, agreement or undertsking not
shown in the Exhiblts which will subject Socuthwest and
Stephens to any burdensome obligatien or liability.

(e} Southwest and Stephens shall have each re=
ceived an opinion dated the Closing Date from Mesars.
Daily & Woods, of Fort Smith, Arkansas, to the effect that

(1) Athletic has been duly incorporated and
18 validly existing end in good standing under the
laws of the State of Missouri, and is duly quali-
fied to do business in all States in which the
ownership of the Athletic Properties requires that
it be qualified;

(44} This Agreement, the Conveyance, and the
Asgigrment each has been duly authorized, exeouted
and delivered by Athlotie and, subjeet to due exeous
tion by Southwest, Stephens and Raney of this Agrees
ment and the Conveyance, each 18 valid and binding
upon Athleotie in accordonce with its terms; and

(111) Al) necepsary corporate proceedings by
Athletis to suthorize the transactions contemplated
by this Agreement to authorize the performance by
Athletio of 1ts obligations hereunder, and to author-
ize the excoution and delivery by Athletic of the
Conveyance, the Assignment, and the other dosuments
vequired to be delivered by it on the Closing Data,
have been duly taken.

{f) Scuthwest and Stephens shall have each received
an opinion dated ss of the Closing Date from Messrs. Locke,

Purnell, Boren, laney & Neely, of Dallas, Texas, counsel
for Southwest and Stephens, to the effect that, upon

-6-
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execution and delivery of the Conveyance, Southwest
and Stephens will acquire good, valid and defensible
title to the Production Payment Properties, subjeot
only to

{L) Tnhe Production Payment and the terms
and provisions of the Conveyancu;

{L1) The matters set out in Exhibits an-
nexed to the Cunveyance;

{111) Taxes constituting & lien but not
yet due and payable; and

{1v) Defects or irregularities of title
or encumbrances which do not waterially affect
the vulue of the properties gibjeat thereto or
which affect properties whieh in the Jjudgnent
of Southwest and Stephens are not of material
value in relation to the properties being pure
chased.

As to the matters of title, MNessrs. loeke, Purnell, Boren,

lancy & Neely may rely upon prier title opinions or upon
epinions by local counsel selected by \t.

9. The obligatiuns of Raney under thiy Agreement are

subject, in the discretion of Raney, %o the salilafactien on o
prior to the Clesing Date of the following additional condi-

tions:

SGL0073194

{a) Athletle shall have performed a.l agreements
and covenants required by this Agreement to be per-
formed by 1t insofar as they relate to the yroduction
Payment Properties.

{b) Subsequent to the date of this Agesment and
prior to the Closing Date there shall not have naen any
material adverae change in the conditien of the Produce-
tion Payment Properties except depletiorn due te normal
producticn, depreciation cf equipment irncident to normal
operations and transactions permitted by thia Agreement
or consented to in writing by Raney.

{c) Raney shali have recelved a certificate dited
the Closing Date fram corporate officera of Athletie “hat
to the best of thelr knowledge and belief the conditicons

-7~
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set forth in subparagrachs (a) and (b) zbove (to the
extent not waived by Raney) have been satisrlled.

(d) Raney shall have received an opinion dated
the Closing Date from Messrs, Daily & Weods, of Fort
Smith, Arkansas, to the effect that

{1} Athletic has been duly incorporated
and 18 validly existing and in good otanding under
the laws of the State of Missouri, and is duly
qualified to do business in all States in which
the cwnership of the Production Payment Proper-
ties requires that it de qualified;

{(41) This Agreement and the Conveyance each
has been duly authorized, executed and delivered by
Athletis and, subject to dus execution by Southwest
and Stephens and Rancy, cach is valid and binding
upon Athletic in accordance with its terms; ard

{144) A1l pecessary corporats proceedinzs by
Athletic to authorize the transactiens contemplated
by this Agreement, to authorize tho performance by
Athletie of 1ts oblizations hereundew, and to author-
ize the exescution arnd delivery by Athletic of th
Conveyance, have been duly taken. :

(e) Rancy shall have received an opinion dated as
of the Cleaing Date from Mesors. Locke, Purnell, Boren,
Laney & Neely, of Dallas, Texas, counsel for Southwest
and Stephens, to the offect that

{4) Southwest has been duly incorpordied and
is validly existing and in godd standing under the
laws of the State of Delavare, and 1s duly qualified
to do business in all States in which the ownership
of the Preduction Payment Properties requires that
1t be qualified;

(14) This Agreement and the Conveyance each
hes been duly authorized, excecuted and deliverad
by Southwest and Stephens anrd, subject to du2 execu-
tion by Athletiec and Raney, each is valld and binding
upon Southwest and Stephens in accordance with its

terms; and
(144) A1l ncecssary cerporate proccedings
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by Southwest to psuthorize the transactions
contemplated by this Agreement, the perform-

once by Southwest of its obligations hercunder
and under the Conveyzance and the execution and
dellivery by Southwess of the Conveyance have been
duly takea.

(rf) Raney shall have received an opinion dated
as of the vlesing Date from Mesars loske, Purnell,
Boren, lLaney & Neely, of Dallses, Texas, to the effect
that upon executlon and delivery of the Conveyance,
the Production Payment Properties will be burdened by
and subJect to the Production Payment in accordance
with the terms of the Conveyance and, further, that
Raney will acquire good, valid and defensible title to
the Producticn Payment insofar as 1t affects the Produce
tion Payment Properties, subject only to

(1) The matters referred to in Exhibit A
sttached to the Conveyance;

{11) Taxes constituting a lien but not yet
due and payable; arc

{111) Defecta or irregularities of title
or encumbrances which ao not materially affect
the value of the properties subjest thereto or
whioh affect properties which are not in Raney's
Judgment of material value in relaticen te the
Production Payment Froperties,

A8 to matters of title, Yeasrs. locke, Purnell, Bareﬁ,
Laney & Neely may rely upcn prior title opinions or upon
opinionns by loecel counsel selected by it.

{g) The loan tu Raney from Merchntile National
Bsnk at Daillas to enable it to purchase the Preduction
ayment shall be consummated concurrently with the
vloaing hervurder,

10. The closing shail take rlace in the ¢ffice of Mer-
vantile National Bank st Dallas, Mercantile Bank Bullding,
Dallas, Texas, or at such other place as may be fixed by mutual
agreement of the parties hereto, on Aprii 1, 1964, at 10:00
o'clock in the forenoon (lecal time), or at such earlier or
later time and date as may be fixed by mutual agreement of the
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parties hereto (such time and date being herein raferved to as
the "Closing Date"); provided, however, taat if all conditilons
have not been fulfilled or walved on or prior to Octobex 1,
1964, this Agreement shall terminste on that data. Any party
horeto shall have the right to perform any cbligation under-~
taken by amny other party hereto to prevent termination of this
Agreement.

11, On or prior to the Closing Date, the Conveyance
shall be executed by Athletic, Southwest, Stephens and Raney
in such number of counterparts as in the aggregate is specilled
by the parties hereto. Prior to execution thore ghall be afe
fixed to the Conveyance Exhibit A hereto, with any necensary
corrections resulting from examination of title. Also, on or

rior to the Closing Date, there shall be executed by Athletic
?a) the Assignment in suech number of counterparts ag in the
gggregate 18 specified by Soutaiest and Stephens after firat
affixing therete Exhibit B hercto with any nccessary cosregs
tions resulting from exeminatlon of title, and (b) assigrments,
deeds, bills of sale and such ocher decuments which may be
necessary to transfer, assign and convey to Southwest and Ste-
phena the Additlonal Properties.

Algo, on or prior to the Cloaing Date, Athletiec shall
execute and deiiver to Southweat and Stephens individual asaign-
ments covering leases made by govermmental suthorities conastie
tuting & part of the Athletic Propsrties on offisial forma
where required by spplicable law or regulation.

All of the foregoing documents shall bs delivered by
Athletic against payment to it of the purchase monies to be paid
to 4t on the Closing Date as hereinafter provided. Also on
the Closing Date eash party shall deliver to the ether partiea
such copies of its corporate records and corrorate proceedings,
certificatea by State officials as to its good standing and
payment of texes, and such other documents ags may be reasonably
requested by any other party at least seven (7) dayp in advance
of tha Closing Data.

12, The purchase price to be paid by Southwest and
Stephens to Athletic on the Clesing Date shall be the sum of
$ L 103 domstl . The purchasce price to bo paid dy
Raney to Athietic on the Closing Date shall be the sum of
$7,000,000, being an amount equal to the primary sum of the

Production Payment. All amounts so paid ghall be in funda
available for use in Dallaos, Texas, by Athletic at the time of

«=l0=




cloaing in gsuch (orm as Athletic may specify by written notice
to Southwest, Stephens aagd Raney, not lcas than five {5) daya
~rlor tu the Closing Date,

14, Dlellveryof the Ccnveyance, the Acsignment zné other
docum=nl s of transfer t¢ be delivered by Athletic to Southwest
and Stephens on the Cleosing Mate shall be effective as a
delivery of pogscaalen of all real and personal property sold
by Athietic to louthwegt and Stephens, pursuant to this Agree-
ment, and Southweut and Stephens shall tais over operation of
the Athletic Propertiey f{except thone props=rties now subject
to operating agreements which Jesignate a third party as
operatsr, on the <losing Date, or au soon thercafter as practi-
cable, At the ¢loaing &8ll title files, abstracts, title
vpiniony, mapy, surveys, agreementa, contracts and aether
documents and all well records, cores, curtings, drilling
reporias, regerve reports, economic analyces and other property
and instruments of a similar nature relating to the Athletlic
Propertieu therrtofore owned by Athletle shall beceme the
property of louthwest and Htephena.

14, Soithwest and Stephena will assume no obligation
to employ any Athletie peraonnel or any obligation of Athleties
to any persunnel by reasen of their severance or termination
by Athletic except as shown in &xhibit D" hercto

15 Southwest, . tephens and Hanay edch walves compliance
by Athletic with the provislons of the Buik Sales law of each
appredle state and Athletic zgoeer to indemnify and held harme
lcan, Uouthwest, Stephens and Raney from any and al) losa, cost,
1iability, claim or demuand of any third pesraon resulting from
non-compiiance by Athlatic with any such Bulk Sales law.

1¢. LEsch party hereto agreers to indemnify and save
rarmliess the othejp parties, their officers, directors and
stcckholders, from ard againat any ana all claims, losaes,
damagetd, COBLR OF expenses of any kind or character arising
out of op reaulting from any agreenment, arrangement or unders
standing alleged to have been made by yuch party or on ita
behalf with any broker or finder in connection with thiz Agree-
ment or any of the transactiona contemplated hereby

17, Any notice or communication required or pecmitted
here.rdor shall be given ln writing, sent by U 8. air mail,
postuge prepaid, or by prepald tclegram, or delivered to the
following addresses:

1)~
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To Athletic: Athletic Mining and Smelting Company
P. 0. Box 540
Port Smith, Arksnsas
Attention: James P. Orr

To Southweat: Southwest Natural Production Company
Slattery building
Shreveport, Louilsiana
Attention: J. C. Templeton

To Stephens: Stephens Production Company
35 South 7th Street
Port Smith, Arkansas
Attention: W. R. Walker

To Raney: Raney, Inec.
Commercial National Bank Bullding
Little Rock, Arkansas :
Attention: Alton B. Raney

or to such other address or to the zttention of such other per-
son as heresfter shall be designated in writing by the applicabla
party to the other parties, and shall be deamed to have been
given as of the date of receipt.

18. This Agreement may be executed in any number of counte
erparts, each of which shall be decemed an original, end all of
which shall be deemed for all purposes ons agrecnent.

19. iAnything to the contrary herein notwithstanding, all
parties hereto understand and agree that the transactions cone
templeted herceunder are subjeet to the conzurmation prior to or
concurrently with the Clecaing Date of the various transactions
by and betwcen Athletic, Southwect, Stephens, ILeoFlore Gas Come
pany, Athletis Mining Cempany, Reccolite Company, The Reaidue
Company, Rox Drilling Company, Service Gas Corporation and Fort
Smith Gas Corporation, ae described and cet -forth in that cer-
tain "Outline of Proposed Transactions" heretofore delivered to
the parties hereto.

20. In the event that the transactions covercd hercunder
are not sonsumiated for any reasen othor than the default of
Athletic hereunder, South:est and Stephens agree to reimburse
Athletic for all reasonable and recessary codts and expentes
incurred and paid by it in complience with its obligations set
forth in subparagrephs (b) and (¢} of Paragraph 5 hereof.
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vere duly authorized in their reaspective capacities to exccute
the foregoling instrument for and in the name and Yehall of

said corporation, and further stated and acknowledged that they
had so signed, executed and delivered said foregoing ingtrumant
fer ?he conglderation, usaes and purpoges therein centicned and
act forth.

N4
Witness my hand ard official scea) on the LE'LL day of
Pebruary, 1964,

My commission cxpires July 16, 1068 ﬁa_, 7 £,';7 1.7 1777
Notary Fublic in and fer
Sebastian County, Arkonsas

STATE CF ARKANOAS
COUNTY LP SEBASTIAN

L (n thia day, before me, a Notary Public duly commisaioned
<" and acting within suid County &nd State, appeared in person
o the within named , eiole rop’ and
Fobte Llalfe 7m0 /.~ T3 me perconaliy well
known, who stated that They were the ‘Prosident and Saerotary
of SCUTHWEST NATURAL PRODUCTION CLMPANY, & corporation, and
were duly authurized in thulir respective eupacitics to cxecute
the foregoling instrument for and in the nace and behalfl of
sald corparation, and further ctatad and acknouwledged that they
had 8¢ signed, executed and delivencd sald foregoing inptrument
for ;he consideration, usea and purposea tharein mentionsad and
set ferin.

v

Vo
Witness my hand and officlal seal on the /S = Qay of
Pebruary, 1964, -

P " o
ft A an ? .
e Sbor £ 00 _ ot (] el

HHGN L JFLT  wzr e Notary’ KWblis”An and ror
523197 AN €aun. v 7 1.n2A3 Sebastian cf/unty, Afkangags

STATE CP ARKANSAS
CVUNTY (F SEBASTIAN

(n this day came before me, 8 Notary Public duly
commisnaioned and acting within and for suid County and State,
J., T. STEPHENS, W, R, STEPHENS and VERNCY J, GISS, to mo woll
known as the persons who executed the foregoing instrumont as

menbers of STEPHENS PRUIMCTIUN COMPANY, a Joint Venture, and
stated that they had executed the same for the considération

2l
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and purposes thereln mentioned and set forth and in the
capacities therein stated.

Witness my hand and official seal on the /r’@day ef
February, 19604,

LS R tal ST L O, P

UyCommiz o105 62 2,4747 | . aotary rmolic lnsana for
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BCBui . Goun ¢ A Laj SODABtiENn County, Arkansas

STATE OF ARXANSAS
CCUNTY OF SEBASTIAN

Cn this day, before m2, a iMotary Public duly cc=missicned
and acting within said County and State, appeared in percon
the wzw na?ed < Bardi b Tl sl and

Fot A1, Aronics ~ , to me parsonally well

Xnown, who gtated that they tlere the President and Sacrotary
of RANEY, INC., & corporation, and were duly suthorized in
their respective capacities to egecute the forzgoing instrument
for and in the name and benalfl of _zid corporation, and further
stated and acknowledged that they had so sigaed, executed and
delivered said foregoing inzcrument for the consideration,
usep and purposes thereln mentioned and set forth.

Witness my hand and official seal on the /itl day of
Pebruary, 1964,
P - - *
s :fa'/?{f A Ar/-.n:' .

Notary /fublie in and for
Sobagtian County, Arkansas
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THIS CONVEYANCE, dated as of "
1964 (herefnafter called this Conveyanse), consisting of

two partst

.PART I veing a Conveyance of Qil, Gas and Minoral
Interests ‘and Reservation of Production Payment from
Athletic Mining and Smelting Company, o Mispouri corpora-
tion (l'zeremax‘ter in Part I called the Orsntor), to South-
west Natural Production Company, & Delaware corporation,
and J. T. Stephens, doing business as Stephens Froduction
Company (herainafteor colleotively oalled the Grantees);
and

PART II boing a Conveyanse and Assigrment of Produce-
tiocn Payment from said Athletic Mining and Smelting Company
(heresinafter in Part IX called the Assignor), to Raney, Ino.,
an Arkansas corporation (hereinaf'ter called the Assignae);

WITNESSEIH -

PART I,
CORVEYANCE OF OIL, OAS AND MINERAL INTERESTS
AND RESERVATION OF PRODUCTION PAYMENT

ARTICLE PIRST
Conveysnee and Reaervation and Certain
Reinted Frogisionn

Seotion 1.1 Conveyance snd Reservation. The Orantor,
for valuable consideration, the receipt and sufficiency of
whioh are hereby acknowledged, and in furthor consideration
of the covenants, agreements and undertakings herein pro-
vided ?y'the Orantees, by these presents dees grant, bargain,

sell, sonvey, assign, transfer, sct over and dellver, effec-
tive as of Ti00 o'alock A,M., Central Standard Time, on

ot T
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, 1964 (said hour and day being

hereinarter called tha Effootive Date), unto the Grantees,
dn ¢qual undivided shares, the following:

A, The oil end gas leases, the oil, gas
end mineral leases, the leasehold, fee and win-
eral interests, the i1oyalty snd overriding royalty
4{nterests, the paymenta out of producu'cm end the
othor {nterests which nre speoifically desoribed
in Exhibit A and Exhibi% B attached hersto and
made a part of both Pert I and Part II hereofl
(hereinafter called Exhibit A and Exhibit B, res-
pectively); subjest, however, to the restriotiouns,
exgeptions, reservatiors, conditions, limitations,
existing preduction pgmenes, intereats and other
matters, if any, set forth or referred to in the
spacific desoriptions of said leeses and interests
in Exhibit A and Exhibdbit )\

| B. All the Grantor's right, ‘title and inter-
est in, to and under, or dirived from,

(1) &ll the prosently existing unitizae-
tion, communitization and pooling agrecments
and the properties onvered snd the interests
sreated thereby (insluding, without limitation,
a)ll units formed under orders, regulations,
rules or other officisl acts of any federal,
state or other governmmental body or agensy
having or purporting to have jurisdiction),

(2) all the presently existing oil and
gas sales, purchase, exchange and processing

’ contracts and ggresnents, and
(3) all other contraats, agreements and

Tor

tnatrumants,
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[ S, |

vwhich are deserivbed or referred to in Exhibit A
ard Exhibit B or which relate to any of tha
leases, properties and interests specifioglly
dascribed in Exhibit A and Exhibit B (or proper-
ties unitizod, communitized or pooled therewith)
or to the production of oil, gas, casinghead gas
and other hydrocarb'ons from or attiibhutable to
8aid leases, properties and interests (sll oil,
gas, casinghead gas and other hydrocarbons being
hereinafter collectively called Hydricarbons);

C. Without limitation of eny of the forego=
ing, all the UOrantor's right, title anc interest
(whether now owned or hereafter acquired by oper-
ation of law or otherwise) in and to the lands
spacifioally deseribed or referred to in E-hibit

‘A and 1in, to end under, or derived from, al. oil

and gas leases, oil, grs and mingral lcases, lease~
hold, fee and mineral interests, royalty and cver-
riding royalty interests, paymonts out of prodiction,
and other interests of whatsoever charaster insctar
88 the sames cover or relate to said lsnds, even
though the Grantor's interest in any spesifis por-
tion of said lands and said oil and gas loases,

sald oil, gas and mineral leuses, said leasehold,
fee and minaral interests, said royalty end ovorrid-
ing royalty interests, said paymeats out of pro-
duction, and said other interests be incorrectly
desoribed or referred to in, or a deseription of such
intercsts be omitted from Exhidbit A and Exhidbit B.

1P or

EBach of the above-described leases, properties,
interests erd rights coming within any of the foregoing Sub-
seotions 4, B and C is horeinafter called a Subjest Iateresst,

SGL0073212




ond 81} such logsam, properties, intorests and Tights ara
hareinafter collesctively called the Subjact Interests,

The term "Subjest Interests" shall also ineluda (1) any -
SubJect Intorest as the same shall be constituted from
tima to time after the exccution and delivery of this
Conveyance, and as enlarged by the discharge of any pay-
ments out of produstien or by tha' removal of any charges

or crnowmbrances to whioh suoh Subjeot Interest shall ba
subject, or othorwise, (ii) any and all renewols and exe
tensions of any Subjeot Interest, (141) a1l contracts and
egrecrmonts supplemental to or amondatory of or in subatitu-
tion for the gontracts and agroemonts deseribed asbove in
Subsection B of this Section 1.1, insofar &8s the same shall
relate to any Subjeot Interost, and (iv) all rights, titlcs
and intercsts asoruing or attributable to any Eubjoot In-
tercst dy virtue of its being included in any unit, pool or
communitized srea., Thoss of 'thn Subjeot Interests desoribed
or raferred to in Exhibit A are hereinafted ocollectively
oalled the Exhidit A Subject Interests, and thoss of the
SubJeot Interests desoribed or referred to in Exhidit B are
hereinafter ocollestively called the Exhibit B Subjaot Ine
tereats. All Eydrocarbons in and under, or which may be
produced and saved frem or shall acerue or be attributabla
to, the Grantorts net interest in, the SubJect Interests
from ond aftor the Effective Date are horeinafter called
tho Subjest Hydrocarbons. All Hydrocarbons in and under,
o whish may be prodused and saved IrTom or shall accrus or
bte attributable to, the Grantor's net interest in, the Fx-
hidit A Subjact Intorosts from and after the Effoctive
Date, sre hersinafter onlled the Exhibit A Subject Hydvoe

* eorbons; and all Hydrocarbous in and undes, or which may

vo prodused and saved from or shall acerue or be attriduts=
able to, the Grantor's nst intereat in the Exhibit B

b~
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Subjest Intarests from and after the Effective Date, are
hereinafter called the Exhidbit B Subjeot Hydrocarbons.

EXPRESSLY EXCEPTING AND EXCLUDING, howaver,
from the conveyange in this Part I and retgining and ree
serving unto the Grantor, as a produstisn paywment, an un-
divided eighty-seven and one-half porcens (87-1/2%) of the
Exhibit A Sudjeot Hydrocarbons and an one huandred percent
(100%) of the Exhibit B Subjest Hydrocarbors (said por-
centages being hereinafter collectively called the Reserved
Pereensasg). The Reserved Percentage of the Subject Hydroe
carbonas 18 hereinafter celled the Preducticn Pyyment Hydro-
carbons, and thg Produstion Paymwent Hydrocarbons, together
with 811 other rights, titles, interests, estaten, remedios,
powers and privileges appwrtenant or insident thereto, are
hereinafter called tho Production Payment. The ascertaine
ment, computation, receipt and realization of the Produstion
Payment Hydrooarbons shall be subjeot to the further jrovi-
sions of this Part I. '

AND THIS PART X FURTHER WITNESSETR that, fovr
the consideration aforesaid, the Grantor by these presenia
does grant, bargain, soll, convey, ansign, transfer, sat
over and deliver, effootive ss of tho Effactive Date, unte
the Grantees, in equal undivided shares, all tho Graater's
right, title and intoreat in and to

(1) all property, whether personal or
real {other than oil, gas or cther mineral
interests), tangible or intangidle, and

{(4¢) all improvements, easements, per-
mits, licenses, servitudes snd rights of way,
now or hereafter situated upen, or used or useful or held
for future use in ocnnestion with the exploration, devolope-
mont or operation of, any of the Subaéot Interasts, or of




SGL0073215

any unit, pool or cotmunitized area that includes any of
the Subjeot Interests, or used or useful or held for future
use in connaation with the produstion, traestment, storage
or trangportatien of Hydrocarbons or other minerals there-
from, including, without limitation, all wells of any kind
or type, ocasing, tubing, derricks, tanl;a, boilers, separa~
tors, rods, pumps, flow lines, water lines, gas lines,
bulldings, fixtures, 1iquid recovery equipment, machinery
and othor equipment, pipelines, power lines, ‘telophone and
telegraph lines, roads and other appurtenances, all such
propexty, improvements, casements, permits, licenses, 3orvie
tudos and rights of way being hereinsfter oalled the Opere

ating Proparty.

TO HAVE AND TO HOLD the Subject Interests (less the
Production Payment excepted, excluded, retained ond re-
served g8 aforesaid) snd the Operating Proporty whish are
hereby granted, bargained, seld, sonveyed, assigned, trans-

farred, et over and delivered as aforesaid unte the Granteces,

their susoessors and sasigns, forever, pubject, however, to
the terms, provisions, exceptions, roservations, covenants

and agreements herein set forth.

Saection 1.2 Computation of Production Payment.
A1l the proviaions of this Part I with respect to the escer-

tairment and computation or the receipt and reallzation of
the Production Payment Hydrocarbons or with respact to the
discharge of the Preduction Payment shall be subject to the
1imitations, provisions and conditions sot forth in the fole
lowing Subseotions A to @, inclusive:
w.. A, The terms "Subject Hydrecarbons” and
"produstion Payment Hydrocarbona” shall be deexed
to inslude tha proceeds of ouch Hydrscarbdons and
paymaents mado' undor the terms of any ¢il or gas

b~




sales or purchase contract or agreesent as a
result of the failure to take and receive the
minfrmum quantities required to dbe taken pursuant
to such contract or agreement; provided, however,
that eredit sgainst subsequent takings of Hydro-
carbons thoreunder shall be given hereunder for
any such payments to the extent raquired under
ony auch contraat or agreement.

B. Por the dlscharge of the Pz:eduction
Payment the Grantor shall look exolusively to the
Produstion Peyment Hydrocarbons and thae Grantees
shall not be liadble for such discharge; provided,
however, that nothing herein shall relieve the
Grantecs of their liability to respond in damages
for any breach of the covenants, agreemonts and
undertakings herein made by the Grantees.

G. The Production Paymsnt shall not be 4is-
chargeable out of any products resulting from any
pamufacturing, processing or refining operatien,
exoept to the extent of that poertlion of such products
the value of whioch represents the falr market valua
at the wellhsad of the Production Payment Hydrocare
bons used in the making of such products.

D. The Production Payment shall not be dis-
chargeable out of any bonus which the drantees shall
recaive for any future lease, sublease or assignment
of any of the Subject Intereats or out of any delay
rental paid to ths drantees for the privilege of
deferring the commencemeant of a well on any of the
‘SubJect Interests or out of any payment or other
adjustment for wells or leascheld equipment by rcason
of tha unitization, communitization or peoling of
any of tha Subjeat Intereats.
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E, Tho Subject Hydrocarbons shall not in-
clude any Hydrocarbons which are unavoidably loaot
in tha preduction therceof or whioh are produced and
saved from, or accrue or are attridutadble to, any
SubJect Interest and used by the drantees in conform-
ity with sound field prastices for drilling or pro-
duction operations (including gas injection, secondary
racovery, pressure maintenance, repressuring or cyo=
ling operatiens) conducted for tha pux“poae of pro=-
dusing Subjest Hydrocarhons from such Subjeat
Interest, but only so long as such Hydroocarbons are
80 used.

P. DNothing in this Conveyance shall be
construed aa modifying any of the obligations of
the lessee with renpeot to any lease from Indisn
triboa, bands or groups, and any lease on lands ale
lotted to Indians in severalty, insluded in the Sube
Jeot Interests, insluding, without limitation, obe
ligations for diligent develcpment and ¢peration,
protestion pgainst drainege, compliance with oil and
gas operating regulations (30 CFR Part 221), and the
requiremsnt for departmental approval before abandone
went of amy well situated on such lease. All swuch
obligatiens ere to romain in full force and affect,
g8 4f free of the Production Payment. The oxistence
of the Production Payment, whether or not astually
paid, cshall not be considored as Justification for
the approval of adbandorment of any well gituated on
such lease. This Subseotion F s inserted in this
Conveyance as & ocondition in oxrder to comply with
the provisions of 25 CFR 171.26(d), 172.22(d) and
174.38(b).
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Seotion 1.3 Amount, Term and Discharge of Produc-
tion Psyment. The Produstion Payment shall c¢ontinue and

remain in full force and effect until the Grantor shall
have recelved and realized, out of the Production Payment
Hydracarbons, the aggregate of the amounts spescified in
Subsections A, B, 0, D and E of this Section 1.3, freec and
olear of 8ll exploration, development, cperating, lifting,
gathering, storing, producing, compressing, dehydrating,
treating, reworking, repalr, processing, marketing, trangse
‘porting end other costs and expenses of every kind (heree-
inafter collesotively called Production Bxpenses):
A. The full net sum of Seven Million Dollars
(47,000,000) (hereinafter called the Primary Sum)s
plus
B. An emount oomputed from —
1964, a$ the rata of five and three-eighths percent
(5-3/8%) per annum on the unliquidated balance of
the Prizary Sum; plus *
0, An amount equal to the aggregate of all

emounts which may be paid by the Grantor en aocount
of
(1) ad valorem taxes (or taxes imposed
or aspessed in licu thereof) imposed or as-
sessed upon the Produotion Payment or any
mortgage thoreof or upon the Productien Pay-
ment Hydrocarbons, which have not been pald dy
the Granteces as required by Section 3.1H, and
(2) severance, gross production, occupase
tion, gathering, pipeline regulating and ether
R taxes, assessments and governmental charges of
every kind that are levied or imposed upon or

angassed with respect to or measured by or
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thereol by such assignee or grantee,

(2) any indebtedness inocurred by such
sgsignes or grantae in cormestion with the
adéquisition of the Produstion Payment or any
part thercof, and/or

(3) the receipt of the procaeds of the
Produstion Payment Hydrooarbons,

togother with an amount equal to interest thereon at
the rate of 6% per annum from the date of payment;
provided, however, that there shall not be inecluded
in such amount any tex attributable to the gain from
any sale or other disposition of the Production Pay-
ment or any part thereof to tha extent that such gain
is attributable to the receipt for such Bale or
othepr disposition of a consideration in excess of
ths unliquidated dalance of the Primary Sum or, in
the cass of a partisl sale or disposition, in excess
of that part of such unliquidated balance attributobdle
to the part of the Production Payment so sold or dise
posed of} plus .

E. An amount equal to the aggregate amount
of all reasonable expenses (insluding 8ll foes and
expenses of counsel, counsel for any lenders, inde-
pendent publio acoountants and other indapandent ex-
perts) of any sssignee or grantee of the Grantor
insidental to the acquisition, cwnership, transfler
and mortgaging of the Preduction Payment or any
part thereof, the preparation, exesution and record-
ing of all documents related thereto, the cbtaining
l;'t: any loan secured thercby (including the obtaining
of ocrmitments for any sush lean), the receipt and

wlle
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disbursement of monsya on account of any such loan
(inoluding, without limitation, msll fees and other

amounts, aggregating not in cxcess of $

per month, whigh way be charged by any lenders to
defray their internal agccounting and bookkeeping
expenses in connection with such receipt and dis-
bursemaent) and the contest (through litigatien or
otherwise), release or discharge of any adverse claim
or demand made by any psraon sffeating, in any man-
ner whatscever, the Production Payment Hydroocarbons,
which shall have been paid or incurred by any such
assignes or grantec, together with an amount equal to
interest thereon at the rate of 6% per annum frow the
date of pasyment; provided, however, that the aggre-
gate amount (exclusive of amounts équal to interest)
which all such assignees gnd grantees shall Ye en-
titled to recoive on account of all such expenses
(other than expenses in connection with the centest,
release or discharge of any such sdverse eclaim or de-
mand) during the entire term of the Production Pay-

ment 8hsll not exceed $ , plus all fees

and other amsunts, aggregating not more than §
pexr month, which may be charged by lenders to defray
their internal accounting asnd bookkeeping expenses

g8 provided sbove;

IT BEING THE INTENTION HEREOF that the Grantor shall be en-
titled to receive and realize out of the Production Paymwent
Hydrocarbons the aggregate of the amounta above spacificd

4n Subsections A and B of this Section 1.3, free and clear

L,

of all Production Expenses (which shall be borne and paid by
the Grantees), and over and above all taxes, sssessments,

]2
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charges, fees, c¢osts and expenses of the character and of
the amounts described and specified in Subsections ¢, D
and E of this Sestion 1.3. Reference in the foregoing
Subsections D and E ef this Section 1.3 to any assignee or
grantee of the Grantor shall be dsemed to include the Buce

cessive sucsessors snd assigns of such assignee or grantee,

All Productilon Taxes laposed wiph revpect to
or measured by or charged against the Production Payment
Hydroocarbons end for whish the G:rantor 45 lisble may ba
deducted from the proceeds of Prcduction Paymant Hydyocar-
btons and paild for the account of Lha Grantor, and in the
cage of any such deduction the asnount so dedusted shall be
deemed not to be proceeds of Produstion Payment Hydrocascbons

recoived or realized by tha Graator.

The term "Accounting Mouth” shall mesn any
monthly pericd oommenaing with and ineluding the 27th day
of any calendar month and ending on and inoluding the 26th
day of the next succesding calondar month.

Por all purposes of this Conveyance, the pro-
ceeds of Produotion Paywent Hydrocarbons actually recelived
by the Grantor during any Accounting Month shall de deemed
to have been received and applied immediately after the
opening of business on the firot day of the next susceeding
Acoounting Month; provided, however, that, if any date of
application speaified abovae shall be a Saturday, Sinday or
legal holiday under the law of the Juriasdietien in which
such progeeds shall have been received by the Orantor, such
proceeds shall be deemed to have been received and applied
on the first business day next succeading such regular

applisation date whish &3 not a Saturday, Sunday or legal
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holiday. A4ny such date or day of application i3 herein
ocalled a regular application date. Sueh proceeds shall bae
desmed to have bsen applied on each regular application
date to the extent thereof and in the order set forth be-
lows
First, to the amount raferred to in the fore-
going Subseation B of this.Section 1.3 agerued up
to (but not fneluding) tho relevant regular applica-
tion date, and
Seoond, to ths amount referred to in the fore-
going Subseotion C of this Seation 1.3, to the
extent then ascertained, and
Third, to the cmount referred to in the fore-
going Subasection D of this Section 1.3, to the
extent then asoertasined, and
Fourth, to the amount refarred to in the fore-
going Subsection E of this Seotion 1.3, to the
extent then assertatned, amd :
Fafrth, the remainder shall be applied to the
reduction of the unliquidated balanse of the Primary
Sumg
provided, however, that, in the event such proceceds 8o availle
able for application on any such regular application date
shall be insurfioient to cover tho full amount apacified in
the foregeing clau3; First, tho unliquidated balance of éhe
Primary Sum shall be forthwith increased by an asmount equal
to the amount of any such deficlency; snd provided, further,
that amounts thereafter acerulng pursuant to Subsectien B
of thia Sestien 1.3 by reason of bBuch increascd amounts shall
not bc‘ééyable from SubJect Hydrocarboms produced in any
stete where applicable law pracludes such payment,

=1l




When the aggregate of the smounts specified
in ths foregeing Subsectims A, B, C, D and E of this Section
1.3 {together with all incresses in the unliquidated balance
of the Primary Sum expressly »rovided for in thila Part I)
shell have been raceived and roalized by the Orantor as
aforesaid, then, subject to the provisions of Section 1.5,
the Production Payment shall ba fully discharged.

Section 1.4 Marketins end Taking 1n.xind. The
Orantees will duly perferm all cbligations performable by

them under all contracta and agreements for the aale of any

of the Subjedt Hydrocerbons, whethor presently existing oz
hereinaf'ter entered into in accordanse with the provigions
of thia Seotion 1.4 (sald contracts and agreements being
hereinafter solleotively called the Produstion Sales Con-
tracts), in accordanse with the terma theraof and will take
all appropriate measures to enforce the performance of the
obligaticns of third parties under eaoh Pradustion Sales
Contract. The Production Payment Hydroscarbons shall be
delivered by or on behalf of the Grantees, aa produced and
saved, to the oredit of the Grantor, free of all Production
Expenses, into the pipolins or pipelines to which the wells
producing sush Production Payment Hydroearbons may be con-

neoted or to such other point of purchase as 13 reasonadly

roquired in the marksting thereof.

The Grantees shall market the Production Pay-
ment Hydroosrbons, on behalf snd for the account of the
Grantor, on the same basls as the Grantees market thelr
share of the Subjact Hydrocarbons but never for less than
the falr market value thereof at the wellhead or, in the
case of sales pursuant to then valldly existing contracta

or agraements described or referred to in Exhibit A or

.15.
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hereattgr entered into, at the contract prices thereunder;
provided, however, that any c¢ontract hereafter made by the
Grantces eovering the sale of any Production Payment Hydro-
carbons shall contain the normual and usual proviclons as

to pricc and other matters customary in the industry for
similar contraacts covering Hydrocarbons of the same or

1iks gravity, kind or quality produced in the ares in whieh
such Produstion Payment Hydrocarbons are produced.

The OGrantoes shall be entitled to purchase, for
their own use and not for sale to others, any part of or all
the Production Payment Hydrocarbons, and, if the Grantees
shall so purchase any Production Payment Hydrocarbons, the
Grontees shall pay to thae drantor, on or before the
day of each Acoounting Month next susceeding the Acsounting
Month in whish such purchase shall occur, an emount equal
to the falr market vslue thereof at the wellhead at the
time of such purchasa, less any Productlon Taxes thercon
deducted and paid for the account of the Grantor as provided

by Section 1.3.

Prom time to time, upon the giving of at least
120 days' prior notice in writing te the Granteas, the
Grantor shall be entitled at 1ts electicn to take in kind
any part of or all the Production Payment Hydrocarbons,
subJest, however, to tha rights of third parsons under any
then existing Production Salea Contracts described or re-
ferred to {n Exhibit A or to which the Granter shall have
theretofore given its consent in writing; and provided, fur-
ther, that such notice shall specify each of the Subject
Intere;té or portion thereof from which auch Production Pay-
ment Hydrocarbons are to be taken and shall specify the date

-16-
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of commensement of taking by ths Grantor {which shall be

the first day of a calsndar month) and each taking shall

be for the psriod (which shall not be less than one year)
specifted in such notiea. In tho event that tho Grantor

80 oleats to take any of the Production Payment Hydrocare
bons, the drantor shall market such Production Payment Hydro-
carbons for the beat price obtainadble when marketed, but
nover for less than the fair market value at the wellhead
vhen taken, or, in the case of sales pursuant to such Pro-
quotion Sales Contrasts, at the contract prices reeoivadble
thareunder, and the progeoeds of any such sBale shall be applied
te the Production Payment to the same extent and in the same
order provided by Sectlon 1.3 as if such Production Payment
Hydrocarbons had been marketed by the OGrantees. No such
taking by the drantor shall obligate the Grantees to incur
any additional expense by reason of such taking, but the
Urantees ghall continue to pay Production Expenses in the
same wanner and to the same extent hereunder as if therc had

been no such taking by the drantoer.

The obiigatiens of the Grantees shall be sube
Jeat to compliance by the Grantees with the Natural Gas Act
and the applicable rules and regulations of the Federal Power
Comminsion, Ratea permitted to be paid for Production Pay-
ment Hydrocarbons pursusnt to the Natural Gas Aot and such
rules and regulations shall control in the event that the
rates established by such rules and regulations shall bde
less than prices eatablished in Preduction Sales Contracts.
The Grantees shall make all required filings with the Federsl
Power Commiesion affecting Production Sales Contracts or the

SubJeot Hydrocerbons.
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Seotion 1.5 Vithholding and Restitution of Procezds

of Préduction Payment Hydrogarbons. If any of the proceeds
of the Preduction Payment Hydrocarbons shall be withheld for

any reason vhatscever, then the Grantor shall be deemed not
to have reoceived or reallzed any proceeda from such Produce
tion Payment Hydroecarbons until, and only to the extent that,
the proceeds from the sale thercof ghall have been received
and applied to the Production Payment. If, at any tine or
from time to time, either before or after the reseipt of the
full aggregata amount of the Production Payment specified

in Seotion 1.3, the Orantor shall be compelled, for any reae
sonh whatsoever, to make any psyment or restitution on ac-
sount of proceeds of any Production Payment Hydrocarbons
tharetofore recaived by the Grantor (whish proceeds shall

be deemed to have been the prooceceds moat recently applied
pursuant to Section 1.3), then the unliquidated balance of
the Primary Sum shall, to the extent, i any, that such Prinary
Sum shall ba affected dy such payment or réstitucion, be in-
creased, effective a3 of the date on which the psyment or
restitution shall de made, by tho amount of the procesds so
paid over by or on behalf of the Grantor (plus all amounts
which shall be paid by or on behalf of the Granter in the
nature of interest, damages and penalties)

ARTICLE SECOID
PROTECTION TO PURCHASFRS OF PRODUCTION
Sestion 2.1 Notice. No pipeline company or other
person purchasing or taking or proceaging any Subject Hydro-
oarbons shall be required to take natice of, or keep in-
tormed'aé to, the discharge or termination of the Production

Paymont untid they recelve writton notice from the OGrantor

adviaing them of such discharze or termination.

«18-
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ARTICLE THIRD
COVENANTS OF THE ORANTEES

The Grantees hereby covenant as followst?

Seotion 3.1 Operstion of the Subjlect Interests.
The Grantees, 8o long as the Production Payment shall remain

in force and effest, will, at their owm coat and expense and
1rreapec£1ve of who may be the operators of tpe Subjest Ine
terents, cause:
A. 8ll rentals and all royalties and overe
riding royaltics to be paid promptly with respect
to each ol) and gas lease, or oil, gas and mineral
lease, intercsts in which are included in the Sube
Jaot Intercats, and all other obligations on the
part of the lessee thereunder, expressed in or ime
plied under essh such lecase or exprassed in or im-
plied under any assignment or sublecase thoreof, to
be punctually performed, and each suoh lease, and
each eagsement, poruit, license, sgervitude and right
of way necesgary or appropriate to the operation of
each such lease, to be kept in full force and effect,
free of cancellation, forfeiture or sny aserued right
of termination, by the payment of whatever sums way
becoms payable and dy the performance of whatever
obligations may bsoome performables
B. each of the Subjeot Interests to be moin-
taincd, developed, operated ard improved in strict
conformity with all applicable contracts and othor
instruments and in accordance with generally approved
practices of prudent operators in the industry and
with applicable federal, state and local laws, rules
and regulations {except those being contested in good
faith) to the end that each well capable of producing

«19-
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Hydrocarbons in paying quantities shall produce and
continue to produce the full regulstory asllowable

of Hydrocarbona, if any, to the extent of the capacity
of such well;

G, all to be done that, according to gener-
ally spproved practices of prudent operators in the
industry, may be appropriate to maintain and to pro-
tect from diminution the productive capacity of the
Subject Interests and each producing wall thereon,
including eleaning out and reconditioning each sush
well frow time to time, plugging and recompleting
cach such well at the same or a different lavel,
drilling a substitute well (insluding supplying of
all necessary related facilities therefor) to the
same formation from time to time and drilling of ade
ditional wells (4noluding supplying of all necessary
related fasilitics therefor) to conform to changed
spasing régulationn and to proteot the Subject In-
terests against drainage whenover and as often aa
nesessary;

D. all liabilities of every kind relating to
the Subjeot Hydrocarbors, insluding, without limita-
tion, all liabilitics for lador, services, material,
supplies and equipment incurred in, or arising from,
the administration, operation or development of the
Subject Interests or the gathering, producing, com-
pressing, dehydrating, treating, processing, storing,
marketing or transporting of the Subjeet Hydrocar-
bons, to be paid punctually when due or, as to auy
of such 11abilities which are being contested in goed
faith and as to which tho Qrantees shall have set

«Z0=
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aside on thelr books appropriate reserves, promptly
after tha final determination of such contest;

E. all machinsry, equipment ard facilitles
of any kind now or hereafter located on the Subjeot
Interasts and used or ugaful in the operation there-
of for the production ¢f Hydrocarbons therefrom to
be provided ond to be kept in good and cffectivae
operating condition, ard all repairs, renewals, rg=-
placemonts, additions and improvements thereof or
thereto needful to such end to be promptly made;

PF. written notice to be given to the drantor
of every adverse claim or demand affecting the Sub-
Ject Interests or the SubJject Hydrocarbons in any
panner whatsoever, or of any proceedings instituted
with respect thereto, end sll necessary and proper
steps to be diligently takon te protect and defend
the SubJeot Interests and the Subjeot Hydrocarbens
sgadnat any such adverse olaim or demand, including,
without limitation, the employment of counsel fo@
the prosecution or defense of litigation and the cone-
test, reloase or discharge of any such olasim or de-
mand;

G. 811 ad valorem taxes {or taxes imposed or
apsessed in 1lieu thoreof), Production Taxes, and all
other taxes, assesaments and goverrmental chargoes
of every kind, including interest and penalties, 1if
any, levied or imposed upon or assessed with respect
to o measursd by or cherged against the Subjesct
Interests or the Subject Hydecocarbons or the Produce
tién Payment or against the Grantor by roason of its
ownership of the Produsticn Payment or sgainst any
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mortgagee of the Productlon Payment by reason of
his or its wmortgage interest, %o be rendered and
to be paid punctually before the same becone de-
linquent or, 88 to any of such taxes, asscosments
and charges which are heing contested in good f{alth
and a8 to which the Grantees shall have set sside
on their books appropriate reserves, promptly alter
the final determination of such conteat, and the
Grentees shall indemnify the Grantor against and hold
it harmless from any and all costs, expenses, losses,
olains and damages arising from any failure by the
Grantaes to comply with the provisions of this Sub-
seotion @; and
H. the grantees' intercst in ecach of the Sube
Jeot Interenots to be kopt valid and subsisting and
free and clear of 1icens, chargesa and encumbrances
of evary kird, other than (1) taxes conatituting a
lien but not yet due and payable, (2) defeots orir-
regularities of title, or liens, charges or ene
cumbrances, which are not such as to interfere with
the operatien, value or use of such SubJect Interest,
or materially affect title thereto, (3) Production
Sales Contracts, (4) those set forth or reforred to
in the speaifis desceriptions of the Sudjoot Inter-
ests in Exhibit A, (5) those being contested in good
feith, and (6) those consented to in writing by the
Grantor;
PROVIDED, HOWEVER, that the Grantees shall have the right
to abandon any Subjest Intercet (or any portion thercof)
vhen there is no well located on such Subjeet Interest (or
such portien thereof) which 1t capabdble of producing Hydro-
carbons in paying quantities end when the drantees have




86L0073231

=
1

reasonably determined that (1) no existing well may be re-
cempleted, and no additional well may be completed, thereon
which would be eapable of preducing Hydrocarbons in paying
quantities, and (411) no pressure maintenance or secondary
recovery operations may be instituted with raspect to such
Subjeot Intarast (or such portion thereof) which would re-
sult in the production of Hydrocarbons in paying qQuantities
from or attridbutable to such Sudbject Interest {or such por-
tion thereof).

For all purposes of this Section, en existing
well shall be deemed to be capable of producing Hydrocarbons
"in paying quantities” unless a permanent condition shall
exist whereby the aggregate value of the Hydrocarbons pro=-
duced from such well (less only the Hydrocarbons attribute
eble to lessors' royalties, overriding royalties and payments
out of production desoribed or roferred to in Exhibit A or
Exnhibit B other than the Production Paymen_t) is less than

.the direct costs of cporating such well and preparing tha

production thoreof for marketing. For all purposes of this
Seotion, a well vhich may rasult from additional drilling
or which may be the subject of recompletion, pressure mainton=
anse, or sewndary recovery operations, shall be decmed to
be oapable of preducing Hydrooarbons “in paying quantitics”™
4f, in the light of conditions oxisting at the time of the
determination and which ere not of a temporary nature, it
is ostimated that the sggregate value of the Hydrocarbons
to be produced from such well (less only the Hydrocarbons
attributable to lespors' royaltles, overriding royalties
and payments out of production éescribed or referred {o in
Exhibit A or Exhibit B other than the Production Paywent)
shall exceed the then estimataed direct goats of operating
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such well and preparing the production thereof for market-
ing.

"Direet costs” shall inelude only the cost of
labor, transportation, other services, materials, equipment
and supplies, and amounts paid or to be paid independent
contractors. Payments on account of the Produstion Payment
or on account of any royalties, overriding royalties or
any other payments out of production shall not be deemed
to constitute "direct costs",

If the Grantees shall use any Hydrocarbons
other than Subjest Hydrocarbons in conducting any gas ine
Jeotion, secondary recovery, pressure maintenange, represe
suring, cyoeling or other producing operation, such Kydrocare
bons shall remain the propesrty of tha Grantees and the
grantees may recover the same on a basis satisfastory to
the Grantor.

Anything herein to the ccntrar& notwithstand-
ing, the Grantees, with reepect to those Subjest Interests
which sre operated by operators other than the Grantces,
shall not be obligated to perform undertakings perfornable
only by such operatora and beyond the control of either of
the Grantees; provided, however, that each of the Grantces
will promptly take all such action availadble to it to en-
force or secure tho performance of any such undertakings
required to be performed by such operators.

Section 3.2 [Reperts to ths Grantor. While the
Production Payment remains in foroe and effecet, the Grantees
will, at their own expense, furnish to the Granter, in such
form and number of counterparts as the (oantor may request,

the followings

-24-
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A, Upon requast of the Grantor, but not mere
than oncé in any calendar year, reports prepared
bty or for the Grantegs concerning (1) the productive
1ty and the preductive life of each of the wells
inoluded 4in the Subject Interests or coverad by any
undtization, communitization or pooling agreement
$0 whioh any part of the Subject Intarests may ab
the timo be subject, (2) the quantity of the Hydro-
carbons regcoverable from the Subject inbereaes, (3)
tho estimated date upon which the Production Pay-
ment will de dlscharged, the estimated unliquidated
balance of the Primary Sum ap of eaoh regular &p-
plication date falling in of
each year prior to such estimated date and the pre-

Jeoted income and expense attributable to the Sud-
Jeot Interests, (4) tho expediency of any change in
methods of treatment and coperation of wells included
in the Subjest Intereots, any new drilling or de-
velopment (including, to the extent available, an
ostinate of the reserves of Subjeot Hydrocarbons
attributable to any new well), any proposed ebandone

) ment of & well, any plugging of 8 well and any re-
complation of a well at the scame or 8 diflerent level,
any method of repressuring in the rield, o~ any
other action with respaset to the Subjeot Interests,
the decisien o3 to whish may incresnse or raduce the
volume of tho Hydrocerbons ultimately recovorable
from the Subject Interests, or the rate of produstion
thorefrem, or which may shorten or prolong the
period of time required for the discharge «f the
Production Payment, and (5) the number of wells .
operated, drilled, abandoned, plugzed or recompleted.

-29-
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B, Within 60 daya after the ernd of each Ac-
counting Month, a report chowing for sueh Accounting
Jlonth the gresp proceeds of the sale of tha Subject
Hydroearbons (ineluding Subject Hydrocarbons pur-
chased by the drantees for their own use), the
quantities so sold, the taxcs deduoted from or paid
out of such proceeds, the proceceds of Production .
Payment Hydrocarbons roceivable by the Orantor out
of sald gross proceedd, and such other information
a8 the Granter may reasonnbly request (all inforan-
tion furnished pursuant to this Subscotion B to be
6lasgifled according to cach Subject Interast or on
such other basis a3 the Urantor may reasonsbly re-
qQuest).

€. Within 45 Qays aftor January 1 of each
year, commencing with the year 1965, a report showe
ing 88 to the preceding calendar year the mumber of
units with which tha Subject Intereats (or any portion
thereof) have been pocled or combined pursuant to
Seotion 5.1 or otherwise, the lecation and deserip~
tion thoreof, the reccrds, ond Che volumes ard pages
thereol, in which the P5oling or communitization
agreements, unit designaticna or ether instruments
required by Section 5.1 have been filed and reconded,
the number of fieldwide unitizatiens to which the
Subject Intorests (or any portion thereof) have been
made subject by the specific authorizations of the
grantor and the Grantecas and thelr locations and
deseriptions and other data pertinent theyeto, ard
tho number, location and dedeription of any pressule
maintenanse or secordary racovery oparastions srfocting

the Subject Interasts (or say portion therzef),

w26~
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Section 3.3 Access to Subidect Interests, The

Grantees will permit any representatives designated by the
Grantor at any reasonable time to make such inspection of
the Subjeat Intereats and the Operating Property as such
representatives shall deem proper, and will furnish to

the Grantar, if and whenever requaested, such detailed in-
formation a8 the Orantor may reasonably request concerning
the Subject Interests, the administration, operation and
develcprent thereof, and the gathering, producing, comprefe
sing, dehydrating, treating, processing, storing, marketing
or transporting of Eydrocarbons therefrem.

Section 3.4 Remedies of the Orantor. Shsuld the

Oranteen fail promptly to perform or observe any of the cove
enants, agreecments and undertakings provided in this Part

I to be parformed or obacrved by the Grantees, or elther of
them, eand such fallure continue unremedied for mors than 30
days aftor written depand for performance 4g made of the
Orantees by the Orantor, or should elther of the Grantees
becane insolvent or make an assigrment for the benefit of
ecreditors or be adjudicated a bankrupt o admit in writing
its inability to pay its dcebts generally as the sams beconme
due, or should any proseedings be instituted by either of
the Grantees under arny state or federal law for relief of
debtors or for the sppeintment of a receiver, trustee or
14iquidator of itgelf or of any of the S8ubject Interests, or
sheuld a veluntary petition in bankruptoy er for reorzaniza-
tion or for an adjudication of either of the Grantees zs

an insolvent or & bankrupt be filed dy suoh CGrantee, or
should a receiver, trustee, or other officer appointed by
any court or any sheriff, constable, marshal or othor sim-
{4lar govermental officer under ¢olor of legal authority
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gelze any of the Subject Interests or any of tha Subject
Hydrocarbons and hold posaession thereof for a period of 30
days, then, so long as any such event (herein called a
Remedial BEvent) shall have occurred and be continuing, the
Grantor, in addition to all othor remedies avallable to 1t
at law or in equity,

A. 8hall thereupon and thereafter have the
continuing right, privilege and eption (but shall de
undexr no duty)

(1) to effect perforaance o observance,
on bahall and at the expense of the Grantees,
of such covenant, agreecment or undertaking
which has not been performed or observed by
the Grantees, or either of them, in which event
the Grantor may advance funds aad incur and pay
bills for expenses for such purpose, and/or

(2) to pay any of the costs, expensea,
fees, taxes, assessments, govex"mental chargas,
14abilities, rentals, royalties and other
amounts which the Grantees have agreed to pay
under any of the provisions of this Part I and
which have become delinquent,

gnd moy, in either cate, at the option of the Grantor,
be raeimbursed cut of the proceeds of the SubJeot
Hydrocarbons attributable o the OGrantees' intorcsts
therein, together with interest on the unreimbursed
gmounts at the rate of 62 per ammum from the date of
such advancement or payment, snd any purchaser of
such Subjeet Hydrocarbons 4s authorized and dizgctad
to remit diractly to the Crantor all amocunts »aysble
by such purchaser for the Subject Hydrocarbons

-28-
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attributable to the Orantees' interest therein to
the extent of the amount which the CGrantor shall

cartifly to such purcheser that it has advanced or
paid and which tha Graatees ara obligated to pay

under any of such provisions, and

B. upon written notice to the Grantees by
the Orantor, shall succeed to all rights of the
Grantees with respect to the possession, operation,
exploration and develojyment of the Subject Intorests
held by them (including, without limitation, ail
righto of the Grantees under the Production Sales
Contracts), and may use in connection therewith the
Operating Property and all other properties and
»ights of a similar character aoquired by virtue of
or in conncetion with the Grantees' cwnership of
the Subjesct Interests then held by the Grantees and
situated upon or used in connsstion with the adminis-
tration, operation, development or exploration of’
the Subjeot Intcrests or the gathering, producing,
compressing, dehydrating, troating, storing, markete
ing or tranaporting of the Subjeet Hydroearbens, and
the Grantor shall have the rizht, on behalf and for
the account of the Grantees, to sell and utilize all

the Subject Hydrocarbons sttributable to the Grantees!
intereats therein and to apply the proceeds thereof
to the costs and expenses (including counsel fees)

of the administration, operation, development and
exploration of the SubJect Interests or the gathere
ing, producing, treating, procesaing, etoring, mare
keting or transporting of the Subject Hydrocarbons
ard to reimburce the Gerantor fo any amountd ox-

pended by the Crantor in payaent of such costs and
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expenses, and, to the extent that such amocunts
ore not pald out of the Grantees! interests in the
proceeds of such Subject Hydrocarbons, the Grantees
ghall reimburse tho Grantor upon demand for all
such amounts not £o paid, together with interest on
the unreimbursed emounts at the rate of €% per an-
nuw from the date of such expenditure, and

€. shall be entitled to specific performance
or observance of Buch covenant, agreement or under-
taking or to apply to a court of equity in aid of
the executlion of sny pover herein granted and for
the appoiwmtment of a rccelver of the interests in
the Subjeat Interests held by the Grantees and the
SudbJect Hydroearbons attributable to such interests.

All rights and remedies to which the Qrantor
shall have bescms entitled under this Seoticn 3.4 shall ter-
minate either (1) when the Production Payment i1s discharged
or terminates, and all amounts then due and payable to the
Grantor purauant to this Sesction 3.4, insluding amounts
payable for intersst as aforesaid, shall have been duly paid
in full, or (11) at such earlicr date when no Remedial Event
shall be continuipng and all cuch amounts shall have baen
duly paid in full, without przjudice, however, to the exer-
cine of any rights and remedies horein conferred upon the
Grantor 4n the event of any subsequent fallura of the
Grantees to perform or observe ary of the covenants, agree-
ments or undertakings provided in this Part I to bde paere-
formed or observed by the Crantoes, or either of them.

-
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ARTICLE POURTH
WARRANTY OF TITLE

Secéion 4.1 Varranty of Title, Subject to the Pro=-
duction Paywment, thoe natters raferred to in Exhibit A and
the provisilons of Sestion 6.2, tae Girantoer herady binds it-
self to warrant and forever defend title to all and singular
the Subjeet Interests and the Operating Property unto the :
aranteéﬂ, their successors and assigna, against every person
whomsoever lawfully claiming or who may claim the scme or any
part thereof. The conveyasnce in this Part I i3 made with full
substitution and subrogation of the CGrantees in and to all
covenaﬁts and warranties heretofore given or made by others
in respost of the Subjest Interests and the Operating Proparty
op sny part theraof.

1
*

ARTICLE PIFTH
ASSIGHABILITY

Section 5.1 Sale, Ete, of Subfect Inmterests., Except

as permitted by Sestion 3.1, the Grantees shell not, without
the comsent in writing of the Grantor, make any sale, convey-
ance, assigrment, lease or subleaste, in whole or in part, of
any of the Subjest Interests or the Subject Hydrocarbens while
the Production Payment remains in force and effeect. The
Granteea shall not, without the consent in writing of the
Orantor, permit an increase in any royalty, overriding roysl-
ty or payment out of production existing on the Effective Date
to which the Subject Interests are subJject as epecificd 1in
Exhibit A, if eny such royalty, overriding royalty or payment
out of production 43 owned by the Grantees or any Affiliate
(as hereinafter defined) of either of them. XExcept with the
consent in writing of the Grantor (which consent shall net de

unreasonably withheld) and while the Produstion Paymont remains
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SubJect Interests (or eny portion thereof) with leaschold,
mineral or other interests which are not included in the
Subject Interests and In which the Granteea or any Affiliate
of either of them owns any intorest, other than for the pure
pose of forming a drilling unit (which shall be of no more
then the standard size for one well im the relevant area
where situated) when, in the Judgment of the Grantces, it

18 necessary or advisable to do so0 in order to faecilitate ths
orderly development of the Subjest Interests, and tho produce
tion from any such drilling unit shall be owned by eash of
the contributors thereto in the same propertions as the res-
peotive surface aoreages contributed to susch unit by each

of such contributers. The Grantees may, howaver, without

the consent in writing of the Crantor, from time to tims pool
or unitize the Subject Intercats (or any portion thereof)
with any other portion of the Subjcot Interests or with lease-
hold, mineral or other intereots in which neither of the
Orantees nor any Affiliste of either of them owns any inter-
est, TForthwith after the formetion of any fleldwide unit,
the Grantaees shall furnish to tlie Grantor a true copy of the
unitization agreement or other instrument ereating such unit,
togethor with any operating agreement relating thereto, in
such reasonsble number of counterparts as the Grantor may
from time to time request., The signature or joindar of the
Grantor 8hall not be necessary to instruments evidencing the
pooling and unitization herein authorized. As used in this
Conveyance, the term "Affiliate" sholl mean, with referencs to
any person, on i{ndividual, firm or corporaticn that directly
or indirectly econtrols, is controlled by, or is under commen
control with, such person, ard, without limiting the goneral-
ity of the foregoing, any such person shall de deemad o

control a corperation if such porson shall own or hold; o

«32a
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rights, tltles, interests, estates, remedies, powers and
privileges herein and hereby granted, bargained, sold, con-
veyed, assigned, transferred, set over and deliverad, or
excepted, axcluded, retsined ard reperved, or intended so to

be,

Section 6.2 [Failure of Title, Ets, No transfer by
the Grantor to the Grantees of any part of the Subject Inter-
ests and no loss or fallure of title to, or standommant of,
any part of the Subjeot Interpats shall have tha effast of re=~
dueing the smount of the Froduction Payment or tiwa Raserved
Percentags from time to time in effect or of crealing any
offset or other prejudice o the Production Payment: and the
Production Payment shall continue in full force and cffect
as to all other Subjeot Interests until the Productiot Payment
has been discharged as hereinabove provided.

Sectlon 6.3 DNotices. Any notice, request, demard,
report or other instrument which may be requirsd or permitted
to be given to any party hereto or othor person succecding to
any interest of a party hereto shall de deemed sufficlently
given 1f in writing and deliversd to such party or pe.ssen or
deposited in the United 3tates mell ia a sealed envelope, first
class mall, with postage propald, addressed to such porty or
person at its address stated in this Conveyance, or at s:ch
other address &8 the party or person to be sddressed zhall
have designated by written noticae to each such party or per-

: -1 1

Seation 6.4 Succeescors and Assigns. All the covene
ants and agreements of the Crentecs contained in this 2art I

shall be deemed to be covenants running with the land. Al
the provisions of thia Part I cazll inure to the benaflé of

and be binding upon the respaciive successord and assaiznd of
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the grantor and the Grantecs and all references herein to

the Grantor and the Grantees shall include their resnective
successors and assigns; except that the term "Grantor" as used
in Section 1.1 (to and including Subsection ¢ thereof) and
Seotions 4,1, 6.1 and 6.5 chall not include the Assigznee
referred to in Part II of this Conveyance or any successors

or assigns of such Assignce.

Section 6.5 Certain Scpesrata Assimmmenta., It is
underatood and agreed that with respeot to oil and gas ard
oil, gas and mineral leases Which, or interests in wailch, are
included in the SubJeot Interests, from Indlisn tribes, bands
or groups or on lands allotted to Indisns in severalty, sepa-
rate assigmments on approved forms may be executed by the
Grantor to the Grantees in oufficient counterparts to fulsilld
applieable statutory and regulatory requirements, and that
said sssigrmonts, although unqualified in form or not specific-
ally containing all of the teoms and provisicns hercef, shall
bo decemed to contain all of the exceptionsh exolusions, ra-
tentions, reservations, righta, titles, interests, aestates,
romedies, powers and privileges set forth herein which consti-
tute the Production Payment a3 fully to all intents and pur=
poses a3 though tha sama were tet forth at length in each such
assignment. The intercsts coaveyed by such separate assign-
ments are the ssme as, and not in addition te, the interests

herein conveyed.,

Section 6.6 Asgumntion Ly the Orantaes. The Grantees

hereby exprossly assume the porformance and observance of all
covenants and csonditions under the contracts dessribed in Ex-
hibit A imposed on the owner of the Subject Interests excapt
sueh &3 may only be performed or odserved by the Grantoo.
Seotion 6.7 Joint cni Saveral Obligations, The odlie
gations, agrecments and underiakingd of the Cranteos contained

4in this Part I shall be Joint and several.
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PARY II.
CONVEYANCE AND ASSIGIITINT OF PRODUCTION PAYCENT
ARTICLE SEVENT

Seetion 7.1 Convevarce and Assigmnment., The Asaignor,

for valuable consideration paid by the Assignee, the receipt
ard sufficlency of which are hereby acknowledged, by theaa
presents does grant, dbargain, sell, convey, asaign, transfler,
get over and deliver, effective as of the Effecbive Date,
unto thae Assignee, its successors and assigns, tha Production
Payment, it being the intention of the Assignor by this Part
II to grant, bargain, sell, convey, asaign, transfer, set
over and deliver unte the Assiznee all rights, titles, infer-
ests, estates, remedies, povwers and privileges of the As-
signor in tho Subject Interests and in the Preduction Payuent
excepted, exeluded, retoined asd reserved as provided in

Part I of this Convoyance.

TO HAVE AND TO HOLD tho Production Payment, together
with said rights, titlea, interests, eastates, remedies, powers
and privileges, unto the Assignse, its suocessors and assigns,

forever.,

Seetion 7.2 Cooenewse oF Azslzvon. Tho AsSsiznor

oovenanta thats:

A. the Assignor has the legal right and
guthority to grant, bargain, sell, convey, assign,
transfer, set over and deliver the Froduction Pay-
wentj

B. the entire amecunt of the Production Pay-
mant 48 outstanding and undischarged, znd the
Assignor has not rcceived anything whatsogver to-

ward the eatisfaction or cdischargo of the sam3;
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C. the Assignor has not recelved any notice
of default or clesined default with respest to or
affecting any of the Subject Interests;

D. &all taxes and assecsments of any kind
whatsoever levied upon or asgessed against or
measured by the production of Hydrocarbons acceru-
ing or attributadble to the Production Payment have
been duly paid or provided for;

B, thero are no sults or proscedings pending
or, to the knewledge of the Assignor, threatened
against er affecting the Assignor or any of the Sube
Jeot Interests bafore cay court or by or before any
govermmental commicsion, bureau or agenecy; and

P. the Asolgaor has duly complied with all laws,
rogulations and rulings of any court, goverrmental
coumission, dureau or other regulatory aazency, state
or federal, having Jurisdiction, with respest to or
affecting any of the Sudjeot Interesés.

Saotion 7.3 lUarranty of Mtla. The Asaignor heredby

binds 4tselfl to warrant and forever ceferd title to the Pro-
duction Payment unto the Assignee, its successors ard ase
signs, against avery papson vhomsoaver lawfully claiming or
who may claim the same or any poart thereof. The conveyansae
4n this Part II is made with full substitution and subroga-
tion of the Aasigneo 4in and to all covenants and warranties
herctofore given or made by others (including tha Grantees
hercunder) in respesst of the Productien Payment or the Sube

Jeot Interests, or any part thereof.

Seeticn 7.4 Further Assusanses. So long as peraitted

by applicsble law oo to do, tha Accignor (at its expsnia) will
exacute and deliver to the Acslgnce all such other instrwsents,




notices, releases, acquittances and documents, and will do
21l such other azots and things, as may be necessary more
fully to assure to the Assignce all the rights, t;itleg, in-
texrests, estates, remedicc, powers arnd privileges herein and
hereby granted, bargained, gold, conveyed, essigned, trans-

ferred, set over and delivered, or intended so to be.

Section 7.5 Assiznor Not Lisble. The Asasignor
shall not be personally lisble for the discharge of the Pro-
duction Payment, ‘and the Assignze shall look excluasively to
the Production Payment Hydrocarbons, and the procesds there=-
of, for the dlscharge theraof.

Section 7.6 Acsiznability of Production Payment By
Asgignee, Nothing heroin contained shall in any way 1limit

or rostrict the rizht of the Acsignoe to sell, convey, as-
oign, mortgags or pledge the Production Payment, in wheole or
in part.

Seotion 7.7 Sugeessorz erd Asaigns, All the coven-
ants and agreemants of tho Aczignor contained in this Part
II shall be degmed %o be covenants running with the land.
A1l refeorences horein to the Acsignor or the Assignee shall
insluda thair respective succesgors gnd azsigna.

THE FOLLOVING PROVISIONS SEALL EE DEERED TO
BE INCORPORATED IN BOTH PARTS 0F THIS
CONVEZANCE
ARTICLE EICHTH
CQITI0N PROVISIONS
Seation 8.1 Countarpentz. This Conveyance has been
exeouted In numerous original counterperts, all ef which are

-38-
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identical, except that, to facilitate recordation, in cer-
tain counterparts portions of Ixhibit A and Exhibit B herzto
which desoribe proportics situated in counties othor than the
county in which the particular counlerpart is to be recorded
are owitted. Counterpasts irciuding the entire Exhibit A
and Exhibit B heroto have been delivered to each of the par-
tles, and a ccounterpart including the entirs Exhibit A and
Exhibit B hereto 1s being racorded in the following counties
of the following statess ‘

State County Jocation
Arkansas
Oklshoma

Each of such oounterperts shell be deemed to be an original
for all purposes, and all such councerparts together shall

constitute ong and the game instrument.

Scction 8.2 Sgverability. If it chould be deemed
nesessary or desirablo for ary purpose to treat Part I and
Part II op separate and distinet inatruments of conveyance
and agreement, Part I (including the provisions deemcd insor-
porated in Parts I and II) and Port II (including the provi-
sions deemed incorporated in Parts I and Ii) shall be so
treated for Such purpose, in vwhich event Eihibit A and Exhibit
B gnnexed to this Conveyance ghall be deemed to de annexed to
and to constituta a8 part of Part I; and 2axt I, together with
Exhibit A and Exhibit B shall be doemed to be annexsd to and
to constitute a part of Part II; the signature next heroin
appended of Athletic Mining aid Smelting Compsny shall be
deemed to have deen duly aprended to Part I, as wall as Part
II; the siznaturss naxt hereinalter aprended of Southuest
Natural Production Company &4 J. 2. Stephens, doing business
as Stephena Preductlon Composy, shall be deemed to have beea
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duly appended to Part I; and the signature next herecinalter
gppended of Raney, Ine, shall be desmed to have bean duly
appended to Part I1I.

IN YITNESS WHEREOP, the parties hereto have caused
this Conveyance to be duly executed on the date specirfied
in the acknowledgments anncxed hereto.

ATHLEDTIC MINING AND SMELTING COMPANY

Attests

By :
secretary President

The address of Athletic lMining
and Smelting Company iss

SOUTIISST HATURAL PRODUCTION COMPANY

Attestt
Bys

‘President

seeretary

The addresa of Southuest
Natural Production Com-

pany 1s:
Jo W SuardEns, doing businzss
a3 Stephens Production Company
RANEY, INC,

Attest:
By:

rresident
Seorecary
The address of Ranay,
Ino. i3%

[Add Arkansas erd Cklshoma acknowledgments)

0w
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EXHIBIT II.

CONVEYANCE AXD ASSICNENT
NON-PRODUCIYG PROPERTIES

THIS CONVEYANCE AND ASSICILENT, dated -
1964, erffective T7:00 ofclock A.M., —, 1959,
from ATELETIC MINING AND SMELTING COMPANY, a llissouri corpora-
tion (hersinafter ealled the "Grantor"), to SOUTEWEST NATURAL
PRODUCTION CCMPANY, a Delaugre corporation, and J, T. STEPHENS,
doing business a3 StePhenB Production Conpany (hereinafter col-
lectively called the "Grantees")

WIZNESSEZTH: )

That Orantor, for a valuadble consideration, cash in hand
paid, the rcoeipt and adequacy of which are hereby acknowledged,
by these presents doss hereby grant, bargain, sell, convey,
assign, transfer, set over and deliver unto Grantees, in e
undivided shares, and unto their heirs, successors and assigns,
forever, the following:

A. The oil anrd gas lcases, the oil, gas and
nineral lesses, ard the leasehold, fee,
mineral, royalty and overriding croyalty inter-
ests and other interests which are speecifically
deseribed in Exhibit A attached hereto and heraw-
by made a part of this Conveyance and Assignuent;

B, All of Grentor's right, title and interaat

in, to and under, or derdved from, gll of
the presently existing and valid unitization, com=-
munitization aad poolinz azreements and the units
created thereby (iasluding all units formed under
orders, regulations, rules, or other official aots
of any Federal, State, or other govornmontal ageacy
having Jurisdiction) which are described or roferred
to in Exhibit A hereto, insofar as they portain to
the rizhts, proporties and intorosts deseribad in
Exaibit A.

C. All of CGreantor'c »iszht, title and interest in,
to and unéer, or derived from, &ll of the
presently existinz and valid oil and gas sales,
purchese, exchangc and processing contracts and
agresments, and 8ll other contracts, agreements and
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instruments wnich are described o vrefecrred to

in BE.hibit A hereto, insofar as they pertain o
the rights, properties and interests described

in Exhibit 4A;

except that any oil and gas lease, o1l, gas end mireral lease,
or any leasehold, fee, wineral, royzlty, overriding royalty
interest, or other intarest ctpocified in the foregoing sube
secticnas A, B or C to the exteat that the same 1s incluced in
the SubJeet Intercaste in that certain Conveyance by and bee-
tween Grantor, Granfees and Raaey, Inc., an Arkansas cornora-
tion, dated the date hercof, shall not be deemed to be con-
veyed, transferred and assigned by this Conveyance and Assign-
ment; snd

D. All of Crantoris rizat, title and intereat

in and to ail peorsonal property, lmprove-
ments, engsemants, parmits, licenses, sarvitudea
and rights-of-way situated upen or used or useful,
or held for future use, in connection with the
exploration, developrent or oporation of the lands
or interosbs granted, bargained, sold, conveyed,
agsigned, transferced, cet over and delivered by
this Conveyance and Assignment, oz the produciion,
treating, stering, or transjortation of oil, sas,
other hydroscrbons or ovhor minerals, ineluding,
but not by way of limitction, wells, leascheld
equipaent (including cquipment in znd on the wells
through the tank battoriea opr the pipe line con-
nactions), field offices and lease houses, insofar
as all ef the forozoingz partain to hydrocarbon
oparations on or in conncetion with the rights,
propertics and intereats described in Exhibit A
hereato;

but subject, however, to all revecliies, overriding royalties,
preduction payments, and other interasts and encurbrances which
are specified in Exhibit A hereto, ox uhich are deducted in ar-
riving at the Orantor’s nat intorasct in total production as
stated in Exhibit A, and to the teras and provislonz ef the
instruments desoridved in Exaibit A, and by aesceptance of the
delivery hereof, Crantecs heradby assume and agrze to porform
21l of the obligations of Grancor under sald instruments which
ageruae after the effeative date herzof.

TO HAVE AND TO EOID 211 and sinzular the assets, propaer-
ties and rights hereby granted, bargained, sold, conveyed,
agsigned, translferrad, sob over and delivered, or intended so
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to be, unto Grantees, their heirs, successors and aasigns,
foraever,

rantor herceby covenanta and agrees fo and with Grantees,
their heirs, successoras and assigno, that Lt shall execute
and deliver all such othar and adcdicional inatrunents as may
be necessary more fully to vest in Crontees, thelr helrs,
successors or &salgns, all the resrcecive rigats ard inter-
ests herein granted and conveyed, or xatended s0 to be,

Grantor hereby bindsg itself to werrant and forsver defend
the title to all and singular the assets, properties ard
rights contained (or intonded o ta be) in Exhibit A hereto
unto Orantees, their heirs, cuccecsors ard assigns, against
every persocn whomsoever laufully claiming, or to claim, the
game or any part thersof. This Conveyance and Assignnent 18
made with full substitution and culrozation of Grantees in
and to all covenants and warranvies by othars herastofore given
or made in respect to all =e3ets, properties and rights, or
ing pazt thersof, contained (or intended so to be) in Exhibit

ereto.

Grantor hereby covenants and azrces that with respect to
0il and gas leases, oil, 32z and nineral leasas, and intercsts
therein from the United Statec of America, or frem eny State
or agency thereof, oF from indlan tribes, bands or groups, or
on lands allotted to Indian3 is sevoralty, granted, bargained,
gold, cenvayed, a2zsigned, cacrnlowvrod, 3e% ovar sad daliverad
unto Grantees hereby, or iatendsd co to be, 1t will execute
and deliver to Grantées, ac requected by them, scparate assign-
oents on approved or othar acccertadle forms in & sufficient
mumber of countermarts to fulIfLll ztatutory and regulatory re-
quirement3, and that oaid aspisaszats, althouzh unqualifiled in
fore or na% opecifically contaZning all the teraz and provisions
hereof, shall be deemod to contain all of the terams and provi-
pions hereof a3 thouzh the came were get forth at length in
each such geparate assignment.

This Conveyance and Accigraent shall be  offective for all
purposes 83 of the hour of T:00 colclock A.M. on -
1664, which hour shall be deterninad ao to each Mocaliity ia ace
cordance with tha time thon generally observed in such locality.

This Conveyanee and Assigrmaeat has becn cxecuted in nuxer-
ous counterpaxts, all of which are ldentical, excent that, to
facilitate recordation, in ccrizin counterparcs portions of
Exhibi¢ A herato, which cocedibe proportics situated in
Counties other than the Cocunty in which the particular counter-
part it to bo recorded, ere onitted. Counterparts, including
the entire Exhibvit A hereto, have been deliversd to each of
the parties, and a counterpart, inecluding the entire Exhibit A
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hereto, 18 being recorded in the follosing Counties of tne
following States:

County
Stete or Parich Locatioa
Arkansas
Oklahoma

Each of such counterpartz chall be dosmed to be 2n originsl,
and a1l such counterperés shall together constitute but one
and the same Conveyance and Assignment.

IN WITHESS WHEREOP, CGrantor hus cauced this Conveyance and
Asgigmment to be duly executed on the date of the acknowledge
ment annexed hereto, but effactive as hersin stated.

ATILETIC MINING AND SMELTING
COMPARNY

ATTEST:
Ey:

Fresidens

Seoretary

[Add Arkansas & Oklahoza acknowledgments)
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SUPPLE! TNTAL AGRLEMENT

THIS AGREEMENT, made and entered into thio /7id day
of February, 1964, by and bctiween SERVICE GAS CORSUAATION
(Service),” LePLORE GAS CCHPANY {(IePlore), ATHLETIC MINING
COMPANY Mlning), ATHLETIC :iINING & SMELTING CONMPANY (Smelt-
ing), all the shareholders of ROX DRILLING CCHPANY (Rox
Shareholders), all the sharzholders of THE RESILCUE COYPANY
{Residue Shareholders), and all the saaraholéers of RESCOLITE
COMPANY (Rescolite Sharcholders), heresinafter sometimes cole
lectively praferrad to as "Sellers"; and SOUTHWEST NATURAL
PRODUCTION COMPANY (Southwest), STEPHENS PRODUCTION COMPANY
(Stephens), and FORT SMITH GAS CORPORATION (Fort Smith), here-

inafter sometimes collectively referred to as "Buyers";

WIZNESSETH

b2

WHEREAS, Fort Smith has thic day entered into a contract
with Service to purchase all of itas assets; and

WHEREAS, Port Smith has this day entered into a contract
to purchase certaln assets from leFlore; and

WHEREAS, LzFlore and Mining have thig day entered into a
contract to gell all of their asgsets to Smelting, and Smelting
has this day entered into s contract to Bell all of its asscts,
as well as those asquired from Mininz and LePRlore, to Southuest
and Stephens, subjJect to the rescrvation of a proéucticn pay-
ment against certain properties; and

VHEREAS, Stephens has this day enterad into a contract
with Rox Sharenolders to purchase all the shares of cutstand-
ing stock of Rox Drilling Company; and

WHEREAS, Stephens and Southest have thioc day entered into
an agreement with Residue Sharchelders to purchase 8ll of the
shares of outstanding stock of The Realdue Company; snd

UHEREAS, Stephens and Southuest have this day entered inte
a contract with Reseolitc Sharcholders to purchase all of the
shares of gutatanding stock of Rescolite Company; and
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WHEREAS, all the transactions contemplated under the
above-mentioned contracts are to be consummated simul-
taneocusly; and

WHEREAS, the total consideration provided in said con-
tracts of purchase and sale was pesed on Buyers' rellance
upon the gcorrectness of the uncertified balance sheets pre-
pared by Douglas Walker & Compeny of Fort Smith, Arkansas,
as of Qctober 31, 1963, covering each of the gevan companies
whose stock or assets are to be purcnased in accocsdance with
the above-mentioned agreements, and upon the repreacntation
of the respective Sellers thast all transactions entered into
by the seven corporations whose assets or stock are being
purchased 1in accordance with the above-mentioned agreements
s8ince October 31, 1963, te the date of closing of all the
aforementioned contracts of purchase and sale, shell be in
the ordinary course of business; and

WHEREAS, Sellers agree to furnish to Buyers, as soon &s
practicadble, certified balance sheets of each of the seven
corporations whose assets or stock are being purchased as of
Oggober 31, 1963, and prepared by Douglas Walker & Company;
a

WHEREAS, Sellers and Buye»a are desirous of cntering into
this Agreement in order to adjust the consideration to be paid
under the aforementioned contracts of purchase and sale under
certain conditions due to dilscrcepancices between the aforemen=-
tioned balance sheets, and costs and liabilities incurred in
oconnection with transactiens ouvside the ordinary course of
business since October 31, 1963;

NOW, THEREPORE, Buyers and Sellers do hercby sgree as
followst .

i. The combined nat acaset position of the seven core
perations, whose asseta or otook are being sold
under the aforementioned contracts of purchase and sale, as
reflected in the certified statements of assets (exalusive of
fixed assets) and 1iabilitice as o Octoder 31, 1953, pre-
paxred by Douzlas Valker & Co., shall be adjusted by the aggre~-
gata amount of coats and ligbilities tncurred by any and all
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of such seven cornorations in conrection with trensactions
not in the ordinery course of business between October 31,
1963, and the date of clesing. I the comoined net sscet
position of such seven corporations as reflected by the
uncertified statements of 2scets (exclusive of fixed asacts)
ana liabilities as of October 31, 1983, varies by the swa of
$10,000.00 or more frem the cemvivid net asget poaivion of
guch sceven corporations as reflected in the certifiecd states
ments of asscts (exelusive of IZ.:¢ assets) and liabilitles
88 of October 31, 1963, as adjusted as provided in this para-
graph, then the total consideration paid or to be paid by
Buyers under the aforementioned agreements of purchase and
sale shall be adjusted up or down to conform to this variance.

2. All reasonable and nccessary costs and cxpenses
and sales taxes incurred and paid by any of the

corporations whose assets are being sold in connection with its
compliance with oblizations urcertaken by it under the afore-
mentioned contracts of pureccnasc cnd sale, insluding cosis of
acquiring abstracts and sbstracters' certificates, costis and
fees incurred in the curing of title objections and attorneya?
fees and disbursements involved in the rendition of title
opinions, corporate dissolutions of Servica, IeFlore, Mining
and Smelting, and preparation of the aforementioned contcracts
{the last tyo.items only not to oxceced $5,000.00 end shall be Lo tetls
conasideredATEdsonable and necessary costs and exXpenuesfior che
purposca of Paragraph 20 of the alorementioned Agreement be-
tween Smelting and Southwess and Stephens), shall be daemed to
congtitute costy and exzendes incurred in the ordinary course
of business for the purposcs of this Supplemontal Agreement.,

3. On or within a reasonable perlod after the closing
of the transaetions covered by the aforementionsd agreeuents
of purchase and sale, Sellcrs chall deliver to Buyers all books,
papers, reécords, maps, ad valorem tex files, produsilon and
severance tax filea, renditlons =nd rcecipta; and all other
f1les of the seven corporatlions whose stock or asasts are dYeing
sold, and g1l general corporate and genarsl accounting records
portaining to caid corporaticas; provided, hewaver, that such
corporations shall have the rignt to retaln coples of any of
said booka, papers and records doliversd to Buyers other than
geolozical and geophysical mops, raeporta, surveys and logs pere
taining to oil and 233 interests boing sold to Buyers; and
provided furtior, however, that Sarvice, LePlors, Mininz and
Smeltinz and thoeir resysctive rapricentatives shall have free
acoesa during regular business hours to any of said dooks,
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papers and records in order to prepare necsssary returns
and reports required by applicable law in winding up the
affairs of Service, leFlore, lMining and Smelting.

4, Although certain of tae contracts of purchase
ard sale of assete dascrine the oil and gas

leases, leasehold estatcs and lands covered thereby by ua-
ing the words "right, title end interest”, without specify-
ing the exact interesat coverca taerevy, it is understood
and agreed that the interests coversd by said,contracts
are those interests set forta ingthat’ ecertsin repest con-
titled "Eveluation of Natural (o3 Reserves c¢§ of January 1,
1964, Athletic Mining & Szalting Compeny, Athletic Mining
Company and lePlore Gas Coempany" prepered by 7. V. VWelaire
& Aseociates ol Shrevevort, Louislana, and that s5ald con-
tracts shell be read and conagrped as,if specific interasts
as set forth in the 8aid{icGUIré~Riport had been described
in said contracts.

IN WITNESS WHERECQPF, the partiles have exccuted this Agree-
ment in multiple counterparts as of the day hereinasbove first
written.

SZRVICE GAS CORPORATION

ATTEST: Byt Aé/,,,ﬂ 0 B .

3 ol < / ““Fresident

L2FLORE GAS COMPANY

ATTEST: /
! Ey: Lt Q\; ZZ(A_Z
A // fresidont
ATHLEZIC MINING COMPANY /

ATTEST: ﬂo et 7%
Ey: 5. o s 9(521/(>/6"7,

__0/74.6/3 é ”’/cz/z Yresident

ATHLETIC MINING & SMELTING COMPANY

Aﬂﬁ%ﬁ:&:il;r{)(E}S:QGJLQéQ;%E:;;?;E;/7}ZZ;;;egidégé;% (7j%ﬁ

wle
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ROX SHAREHOLDERS
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RSCOLITE SHAREHOLDERS-Continued.,
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SCUTEJEST NATURAL PRODUCTION COMPANY

m% 5{ Ot s 75
By
v lry :‘%‘J‘Mf-&g T4 froaldent

Seerelary

STEZPZENS PRODUCTION COMPANY

ymf‘ /[ / aw.a/ﬁ_%‘éﬂzL

FORT SMITH GAS CORPORATION

S lE ) st o

Presadent

EUYERS
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